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On Octobe r 25, 2007 Arizona  Wate r Company ("AWC") filed a  renewed motion to compe l

a nd motion for prote ctive  orde r. On Octobe r 31, 2007, AWC file d a  s upple me nt to this  motion.

Re s ponde nts  (colle ctive ly "Globa l") re s pe ctfully re s pond in oppos ition to AWC's  motion. The

pa rtie s  ha ve  be e n a ble  to re s olve  ma ny of the  is s ue s  ra is e d in AWC's  motion. This  re s pons e

docume nts  the  e xte nt to which the se  is sue s  ha ve  be e n re solve d, a nd re sponds  to the  re ma ining

open issues . Be fore  AWC's  motion wa s  file d , Globa l provide d more  tha n 50,000 pa ge s  of
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4

documents  to AWC, and a lso a llowed AWC to conduct a  7 day audit of Globa l's  financia l records

a t Globa l's  office s  (an 8th day is  scheduled). Respondents  a lso move  tha t AWC be  compe lled to

a llow an on-s ite  review of the  financia l and accounting records  of AWC and its  a ffilia te s  s imila r to

the  on-s ite  review conducted by AWC a t Globa l's  office s .

5 1. AWC's motion to compel should be denied because Global has provided all requested
items.

6

7 A. Global provided massive amounts of data prior AWC's motion.
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AWC's  motion implie s  tha t Globa l ha s  be e n s itting on its  ha nds  in re sponse  to the  ALJ 's

rulings  a t the  Augus t 14, 2007 proce dura l confe re nce . Nothing could be  furthe r from the  truth. In

fact, Globa l produced more  than 50,000 pages  of documents  to AWC be fore  AWC's  motion was

file d. In contra s t, AWC ha s  produce d 80 pa ge s  to Globa l. A chronology showing the  docume nts

provided by Globa l a fte r Augus t 14 is  a ttached as  Exhibit A.

During the  Augus t 14 confe re nce , Globa l note d tha t providing the  ma te ria ls  re que s te d by

AWC would re quire  a  ma ss ive , difficult a nd time -consuming e ffort. Tha t prove d to be  the  ca se .

Ye t now AWC compla ins  tha t Globa l's  re s pons e s  did not a rrive  quickly a nd involve d too ma ny

documents . This  should be  no surprise  to anyone  who a ttended the  Augus t 14 confe rence . AWC

rece ived exactly wha t it a sked for. It should not now be  hea rd to compla in.

Aga in, the  e ffort involve d wa s  s ubs ta ntia l. Afte r Augus t 14, Globa l s pe nt hundre ds  of

hours  of s ta ff time  to comply with AWC's  re que s ts , a nd a lso incurre d subs ta ntia l e xpe nse s  with

outs ide  ve ndors  to a s s is t with the  e xtra ordina ry compila tion e ffort re quire d. For e xa mple , to

provide  AWC with the  e ma ils  it re que s te d, Globa l firs t ha d to loca te  pote ntia lly re le va nt e ma ils .

Te ns  of thousa nds  of e ma ils  we re  loca te d. Globa l the n ha d to purcha se  spe cia lize d softwa re  to

scan these  ema ils  and the ir a ttachments  for informa tion re la ted to AWC's  reques ts . Globa l's  s ta ff

the n ha d to be  tra ine d on this  ne w softwa re . Afte r the  softwa re  na rrowe d the  numbe r of e ma ils ,

te ns  of thousa nds  of pa ge s  of docume nts  re ma ine d. The se  docume nts  the n ha d to be  ma nua lly

re vie we d to e ns ure  tha t the y we re  re s pons ive  to AWC's  re que s t. Once  this  wa s  a ccomplis he d,

27

2



1

2

3

4

5

Globa l ha d to work with a n e le ctronic discove ry ve ndor to pre pa re  the  docume nts  for disclosure

and to add bates numbers to the  documents. Global has never been through a  s imilar process.

During th is  s a me  time , Globa l a ls o  a llowe d AWC to  conduct a n  in-pe rs on re vie w a t

Globa l's  office s  of Globa l's  a ccounting a nd fina ncia l re cords . This  a mounte d to a n on-s ite  a udit,

which AWC's  accountants  conducted on the  following da tes  :

6

7

8

9

1 0

1 1

1 2

1)
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5)
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June 14, 2007

June 21, 2007

July 12, 2007

July 23, 2007

July 27, 2007

September 26, 2007

September 28, 2007
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In a ddition, Globa l a nd AWC ha ve  s che dule d a n 8th da y on Octobe r 10, 2007 to re vie w

2004 fina ncia l da ta , which AWC's  a ccounta nts  ha d not pre vious ly re que s te d. The  re vie ws  in

S e pte mbe r a nd Octobe r include d a cce s s  to the  non-utility Globa l e ntitie s . Globa l a lso provide d

AWC with va rious  docume nts  s pe cifie d by AWC's  a ccounta nts . This 8-day on-s ite  a udit by a

compe titor is  truly e xtra ordina ry. Als o during the  s a me  time , a nd a t AWC's  re que s t, Globa l

s pe cia lly pre pa re d a  le ngthy a nd de ta ile d "white  pa pe r" e xpla ining the  e conomics  of wa te r

re cycling.

The  procedura l confe rence  was  August 14, and the  protective  order was  issued August 23.

Howe ve r, AWC did not s ubmit its  "Exhibit A" a nd "Exhibit B" forms  re quire d by the  prote ctive

orde r until S e pte mbe r 19, Ne a ly a  month la te r. (Globa l a nd S ta ff s ubmitte d the ir forms  much

earlie r). As  can be  seen from the  on-s ite  audit da te s  above , and the  discovery chronology (Exhibit

A), AWC be ga n to re ce ive  a  la rge  volume  of ma te ria l s hortly a fte r it s ubmitte d the  e xhibits .

AWC's  ine xplica ble  de la y in submitting the  prote ctive  orde r e xhibits  impe de d mos t discove ry for

nearly a  month. Thus , AWC should not be  hea rd to compla in about de lays .

27
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B. Globa l ha s  provided  a ll the  required  in forma tion .
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AWC's  motion wa s  nota bly s hort on s pe cifics  a s  to wha t, e xa ctly, it wa nte d. More ove r,

AWC did not me e t a nd confe r with oppos ing couns e l. Accordingly, the  s a me  da y AWC file d its

motion, Globa l s e nt AWC a  le tte r re que s ting a  me e ting to dis cus s  a nd cla rify the  is s ue s . Tha t

le tte r is  a tta che d a s  Exhibit B. The  pa rtie s  me t on Octobe r 30 to re vie w ma tte rs . During this

me e ting, couns e l for AWC pa s s e d out a  lis t, which for the  firs t time  s pe cifie d wha t docume nts

AWC wa nte d. This  lis t is  a tta che d a s  Exhibit C. Nota bly, the  lis t conta ine d s e ve ra l ite ms  tha t

AWC had not previous ly reques ted (e .g. 2007 qua rte rly financia ls ). Counse l for Globa l and AWC

s poke  te le phonica lly on Nove mbe r 1, a nd a ll pa rtie s  ha d confe re nce  ca lls  on Nove mbe r 2 a nd

Nove mbe r 5. Globa l a lso se nt AWC a  le tte r on Nove mbe r 2 (Exhibit D) a nd AWC re sponde d on

Nove mbe r 5 (Exhibit E). As  a  re sult of this  proce s s , a nd subs ta ntia l a dditiona l e fforts  by Globa l,

the  issues ra ised by AWC have been substantia lly narrowed.

A response  to each item on AWC's  lis t follows :

1 . Jorge  Ha cie nda  ICFA. This  ICFA wa s  provide d to AWC on Octobe r 30. Globa l

be lieves  tha t this  issue  is  resolved.

2. Copies  of Agreements  Numbers  I, 2, 9 and 13. Agreements  9 and 13 were

provided to AWC on Octobe r 31. Globa l does  not have  copies  of Agreements  l and 2. Globa l was

not a  party to those  agreements, and they were  signed substantia lly before  Global Water Resources

was  formed. Globa l is  not entitled to any funds  unde r these  agreements  Globa l be lieves  tha t this

issue  is  resolved.

1 6

1 7

1 8

1 9

2 0

2 1 3. Pa pe r file s  re la te d to ce rta in ICFAs . Globa l provide d AWC with more  tha n 14,000

pages of ICFA tile s  on Octobe r 2. Additiona l pa pe r file s  re la ting to the  ICFAs  ide ntifie d by AWC

were  provided to AWC on Octobe r 3 l. Globa l be lieves  tha t this  issue  is  re solved.

4. Ema ils  re la ting to ce rta in ICFAs . All ICFA e ma ils  with de ve lope rs  we re  provide d

to AWC on October 19 and October 22. Globa l be lieves  tha t this  issue  is  re solved.

2 2

2 3

2 4

2 5

2 6

27
1 The  description of these  agreements  is  based on the  recollection of Ms. Liles .
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Accounting offe nds  re ce ive d from ICFAs . The  re levant schedule  was provided to

AWC on October 31. Globa l be lieves  tha t this  issue  is  re solved.

Forma t of e ma ils . Global provided the  requested emails  (and a ttachments) in PDF

forma t on CDs . This  complie s  with AWC's  re que s t for a  Qty of the se  e ma ils . P re vious ly Globa l

provided AWC with copie s  of documents  in PDF forma t when the  volume  of ma te ria l was  la rge ,

and rece ived no objection. See  Ba tes  Nos . GW(06-0200)00l818 to GW(06-0200)0l5870 (pape r

file s  re la ting to ICFAs). In addition, copie s  of the  ICFA agreements  we re  provided to AWC in

PDF format without objection. Thus, PDF format has  been established as  an acceptable  means

providing copie s  of documents . Moreove r, the  "profe ss iona l" ve rs ion of Adobe  Acroba t (the  PDF

program) provides a  convenient means to Bates number documents.

AWC apparently now des ire s  the  "metada ta" a ssocia ted with the  emails . AWC's  da ta

request does  not mention metada ta . We are  not aware  of the  Commission ever requiring the

submitta l of me tada ta . In addition, me tada ta  may conta in confidentia l informa tion. Furthe r,

metada ta  s imply has  no re levance . During the  August 14 procedura l conference , when asked

about the  va lue  of the  emails , AWC's counse l responded tha t reviewing the  emails  was necessary

to "vigorous ly te s t the  credibility of Ms. Lile s ' a sse rtion" 2 tha t Globa l does  not solicit landowners

to s ign ICFAs. AWC can see  exactly wha t Globa l sa id to deve lope rs  in ema ils . Ema il "me tada ta "

has  no re levance  to tha t inquiry. Moreove r, AWC's  demand for origina l, una lte red e lectronic

copies  is  inconsis tent with its  demand tha t a ll documents  be  Bates  numbered.

In addition, the  "solicita tion" cla im ra ised by AWC is  a t bes t a  s ide  issue  in this  case  --

AWC's  ma in cha llenges  a re  to the  ICFAs and to Globa l's  corpora te  s tructure . AWC has  never

provided any facts  or evidence  to support its  cla im of solicita tion, e ithe r in its  compla int or direct

tes timony, other than the  uncorrobora ted, bare  a llega tions of the  compla int.

In sum, Globa l complied with AWC's  reques t by providing PDF copie s  of the  ema ils  (and

attachments). Such PDF copies are  an accepted method of producing documents in this  case , and

this  method is  a lso commonly used in other cases  before  the  Commission. The  so-ca lled

27

2 Augus t 14 , 2007 Tr. a t 34:21 .
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"metadata" requested by AWC has no re levance to the  issues in this  case , and there  is  no

Commission precedent for disclosure  of such metadata ,

Accounting for ownership inte res ts . Globa l did not have  a  document responsive  to

AWC da ta  reques t 1.26. However, in an e ffort to accommoda te  AWC's  reques ts , Globa l specia lly

prepared a  report to answer this  reques t. Tha t report was  provided to AWC on October 3 l. The

remaining da ta  requests  (1 .50, 15.1, and 1.100) have  been complied with by a llowing the  on-site

inspection described above . Globa l be lieves  tha t this  issue  is  resolved.

Access to 2004 records . During the  mee t-and-confe r on Octobe r 30, AWC's

accountants  fla tly s ta ted tha t they did not request the  2004 accounting and financia l records during

the ir on-s ite  re vie w. Nor we re  the  2004 re cords  e xplicitly me ntione d in AWC's  motion. AWC

firs t specifica lly reques ted these  records  during the  mee ting on October 30. On November l,

Globa l advised AWC tha t Globa l will a llow an on-s ite  inspection of these  records  in the  same

manner as the  2005 and 2006 records were  inspected. An inspection has been scheduled for

November 7. Globa l be lieves  tha t this  is sue  has  been re solved. AWC has  ye t to a llow a  s imila r

inspection of its  records  for any year.

A WC data requests  1. I03 and 1. I04. Globa l does  not have  a  document tha t tits  the

description given in these  requests . Global be lieves tha t this  issue  has been resolved.

I0 - 12. These  items involve  the  agreement with Globa l Wate r Management, LLC

("GWM") and inte rcompany note  be tween Globa l Wate r Resources , LLC and Globa l Wate r, Inc.

The GWM agreement and the  intercompany note  have not been finalized and have not been

executed. Globa l will provide  a  copy when these  documents  a re  fina lized. Globa l be lieves  tha t

this issue has been resolved.22

23 13.

24

25

Review onBoard Minutes  requested in STF 3.2. Globa l made  the  minute  books

reques ted in STF 3.2 ava ilable  for inspection a t the  offices  of Burch & Cracchiolo, P .A. on Friday,

November 2. AWC firs t reques ted access  to the  minutes  in an ema il the  previous  week. Globa l

be lieves  tha t this  issue  is  resolved.26

27
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1 14.

2

Responses to A WC 's 5th set of data requests. These responses were not due until

November 5, but Global provided them to AWC on October 30. Global believes that this issue is

3 re s olve d.

4 2007 Quarterly Financial Statements. Global and AWC have agreed to exchange

these statements. Global believes that this issue is resolved.

15.

5

6 ll. AWC's motion for protective order is moot.
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16
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AWC asked for a protective order against Global's 4th set of data requests. AWC has not

answered these requests, although responses were due on October 29. These data requests were all

relevant to either this docket or the companion CC&N docket. Global agreed to defer the

questions relating to the CC&N dockets until this case is resolved. The remaining data requests

directly relate to this case, and almost all of them ask questions about specific quotes from AWC's

direct testimony. AWC claims that it cannot work on testimony and also respond to the data

requests. It is very common for parties to Commission proceedings to work on testimony and data

requests at the same time, and on a very compressed schedule (for example, the latter rounds of

testimony in a rate case). However, in an effort to accommodate AWC, Global has agreed to defer

AWC's answers until after AWC tiles its supplemental direct testimony in this case. AWC and

Global have agreed to the following dates:

18 De ce mbe r 7

19

AWC objections, if any, to the remaining questions in the 4th set:

AWC responses to the remaining questions in the 4th set: De ce m be r 14

20 Ba se d on this  a gre e me nt, Globa l's  be lie ve s  tha t this  is sue  ha s  be e n re solve d.

2 1 111. Cross-Motion to Compel.

22

23

24

During the  Augus t 14 proce dura l confe re nce , J udge  Node s  gra nte d Globa l's  cros s -motion

to compe l re ga rding the  following da ta  re que s ts : Globa l 1.53, 1.55, a nd 1.71, a nd 3.2.4 Globa l

1.53 a nd 3.2 a ske d for fina ncia l s ta te me nts , a nd on S e pte mbe r 20, AWC provide d Globa l with '72

25

26 3

27

Globa l Da ta  re que s ts  4.1, 4.2, 4.3, 4.6, 4.7, 4.8, 4.13, 4.18, 4.20, 4.21, 4.26, 4.27 to 4.34, 4.37,
a nd 4.38.

4 Augus t 14, 2007 Tr. a t 83-84, 90.
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1 pages of financia l s ta tements .5 AWC a lso provided a  one-page  response  to Globa l 1.71.6 AWC
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has  not provided any additiona l response  to Globa l 1.55 s ince  August 14. AWC had provided a

one-sentence response back in 2006, but that response was inadequate, and as evidenced by the

ALJ 's  granting of the  motion to compel regarding tha t question on August 14, 2007.

Globa l 1.55 reques ted tha t AWC "indica te  the  sources  of equity ava ilable  to AWC."

Simila r ques tions  about equity directed to Globa l were  re solved by AWC's  on-s ite  audit a t

Globa l's  office s . Thus , Globa l should be  pe rmitted to conduct a  s imila r audit a t AWC's  office s

regarding the  financia l and accounting records  of AWC and its  a ffilia te s .

AWC cla ims  tha t it is  not obliga te d to provide  "re ciproca l" discove ry to Globa l whe n

Globa l provides  information to AWC, and it s ta tes  tha t "Judge  Nodes has  not ordered such

"reciproca l" discovery."7 However, Judge  Nodes  ruled tha t, rega rding financia l da ta , "it seems to

me equa lly fa ir, subj e t to an appropria te  protective  order, tha t Arizona  Water would be  subj act to

the  same  type  of discovery' a s  Globa l is  subject to.8 This  ruling recognized tha t discovery is  a  two

way s tree t. In fa irness , Globa l should be  permitted the  same type  of inspection tha t AWC was able

to conduct. Moreove r, such an inspection is  the  mos t practica l way for AWC to comply with

8
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<- 16 Globa l 1.55.

1 7 IV. Conclusion.

1 8

1 9

20

2 1

22

Globa l has  provided copies  mass ive  number of documents  to AWC, including a ll

documents  specifica lly reques ted by AWC. Globa l is  not obliga ted to provide  "me tada ta" re la ting

to e ma ils . AWC's  motion for a  prote ctive  orde r is  now moot. Globa l's  cros s -motion to compe l

seeks  the  ve ry same  process  tha t Globa l provided to AWC, a t AWC's  own reques t. AWC should

not be  able  to "have  it both ways," and the  cross~motion should be  granted.

23

24

25

26

27

5 AWC/GLOBAL000002 to AWC/GLOBAL000073 |

6 AWC/GLOBAL000001 .

7 November 5, 2007 Le tte r from Rodney W. ort, Esq. a t 3 (a ttached as  Exhibit E).

8 August 14, 2007 Tr. a t 83:18-20.
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1 RES P ECTFULLY S UBMITTED this  6m da y of Nove mbe r 2007.
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Timothy J . Sabo
One  Arizona  Cente r
400 East Van Buren Stree t, Suite  800
Phoenix, Arizona  85004
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9 Attorne ys  for Globa l

10
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Origina l and 21 copies  of the  foregoing
file d this_6th da y of Nove mbe r 2007 with:
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Docke t Control
Arizona  Corpora tion Commiss ion
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DATE BATES  NUMBERS DES CRIP TION
9-06-07 N/A Upda ted lis t of Infra s tructure  Coordina tion and

Financing Agreements  (ICFAs), Upda ted CD
with e lectronic copie s  of a ll executed ICFAs
(with one  exception), pape r copy ICFA not
include d in the  CD, Globa l's  white  pa pe r on
the  economics  of wa te r reclamation

9-12-07 N/A a llAWC Data  Requests  2.12 and 2.13
"acquis ition schedule s"

9-17-07 N/A Hydrologica l Reports  ready to be  provided
a fte r re ce ipt of "Exhibit A" a nd "Exhibit B"
forms  from AWC

9-26-07 GW(06-0200)000001 ---
001680

Hydrologica l Re ports  - Confide ntia l -
Response  to AWC 1.41

9-26-07 GW(06-0200)001681
001817 c

u

Responses to Staff' s  Data  Requests  (Financia l
S ta tements)(Hi Ly Confide ntia l, in pa n)

10-02-07 GW(06-0200)001818
015870

ICFA file s  (Confide ntia l, in pa rt)

10-16-07 GW(06-0200)015871
015907

Documents  requested by Mr. Hamas from Ms.
Lile s  during his  vis it to Globa l's  office s
(Highly Confide ntia l)

10-19-07 GW(06-0200)015908 .-
032403

Ema ils  - CD 1 (Confide ntia l)

10-19-07 GW(06-0200)032404 --
048048

Ema ils  - CD 2 (Confide ntia l)

10-22-07 GW(06-0200)048049 ---
050104

Ema ils  .- CD 3 (Confide ntia l)

10-22-07 GW(06-0200)050105
050115

Responses to Staffs 4th Set of Data  Requests

10-24-07 Gw(06-0200)050116
050586

Security Agreements  and re la ted debt
docume nts  of GWR (Highly Confide ntia l)

10-24-07 GW(06-0200)050587 -
050932

Copie s  of the  unexecuted "S tanfie ld" ICFAs

10-30-07 GW(06-0200)050933-
GW(06-0200)050950

Global's  Responses  to AWC's  5th Se t of Data
Requests

10-31-07 GW(06-0200)050951
GW(06-0200)051136

Several agreements, paper files  re la ted to
severa l agreements, schedule  of ICFA fees
rece ived, report re : equity transfe rs  in la s t 5
years , most recent acquisition schedule
(Highly Confide ntia l, in pa rt)

11-01-07 (not ba tes fabled) CD of Ele ctronic Exce l Ve rs ion of Lile s
Exhibits  4, 5, 6

11-01-07 GW(06-0200)051137
GW(06-0200)051141

Global's  Responses to S ta ff's 6th Set of Data
Requests

11-01-07 GW(06-0200)051142 Global's Responses to Staff' s 5th Set of Data
Requests

Chronology of Discove ry P rovided to Arizona  Wate r Company
(a fte r August 14, 2007)
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ROSHKA DEWULF Ar PATTEN, PLC
ATTORNFYS AT LAW
ONE ARIZONA CENTER
400 EAST VAN BUREN STREET
SUITE 800
PHOENIX, ARIZONA 85004
TELEPHONE no 602-256-6100
FACSIMILE 602~256-6800

October 25, 2007

VIA EM4IL AND US  MAIL

Steven A. Hirsch, Esq.
Rodney W. Ort, Esq.
Bryan Cave  LLP
One Renaissance Square
Two North Centra l Avenue, Suite  2200
Phoenix, Arizona  85004

Re : Respondents' Discovery Responses
Docket No. W-01445A-06-0200 et al.

Dear Steve and Rodney:

I was  disappointed to rece ive  your Renewed Motion to Compe l, Motion for P rotection
Order and Request for Acce le ra ted Hearing of Same today. As you know, under Ariz.R.Civ.P .
26(g) you a re  required to pe rsona lly consult and make  good fa ith e fforts  to re solve  discovery
disputes  before  you file  such discovery motions. You did not make  tha t e ffort. Further, meeting
a bout the s e  is s ue s , a s  a  pra ctica l ma tte r, would ha ve  be tte r me t your purporte d goa ls  of
expediting the  process  and not burdening the  docke t. Fina lly, I would have  expected a  phone
call as a  matter of professional courtesy before you tiled an eleven page discovery pleading*

The  pa rtie s  a nd the  Commiss ion a re  s till be tte r s e rve d by our me e ting to cla rify a nd
trying to resolve  these  issues  before  we  involve  Adminis tra tive  Law Judge  Nodes . Suffice  it to
say I take  issue  with the  a sse rtions  in the  Motions , to the  extent I unde rs tand them. We  have
provided you tens  of thousands of pages  of documents  in response  to your da ta  requests  and
a llowed Arizona  Water personne l extensive  access  to Globa l Water financia l records . But I do
think a  meeting would be helpful to determine what discovery issues are  truly at issue.

' Moreover, as you should recall, at the August 14, 2007 hearing Administrative Law Judge Nodes indicated he
would make himself available for informal resolution of discovery issues.



S te ve n A. Hirsch, Esq.
Rodne y W. Ott, Esq.
Octobe r 25, 2007
Page  2

I will ca ll you to se t up a  me e ting, Tha nk you for your a tte ntion to the se  ma tte rs .

Ve ry truly yours ,

John E. D€W61f
For the Fi

JED/vlc
Maureen Scott, Esq.
Robert W. Geake, Esq.

cc:
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ARIZONA WATER COMPANY/GLOBAL

MISSING INFORMATION AND DOCUMENTS

Copy of Miss ing S ta nfie ld ICFA, No. 96, Vis toso P a rtne rs /J orde  Ha cie nda .

2. Copie s  of 4  Mis s ing "No F ile " ICFAs , Nos . 1 ,  2 ,  9  a nd 13. We re  m onie s  colle c te d unde r
the se  ICFAs?  Wa s  se rvice  provide d?  How a nd why is  it tha t no file s  e xis t?

All ile a  on S ta nfie ld a nd "No file " ICFAs

AH emails on Stanfield and "No f11e" ICFAs

5. P a rticula rize d fina ncia l a ccounting for e a ch ICFA, a s  re que s te d in ARC 1.7, 1.101. Cindy
Lile s  ha s  a cknowle dge d dirt s pre a ds he e ts  providing s uch a n a ccounting e zds t, but dle y ha ve  not
be e n produce d.

6. Email with Landowners  and Cities
and prolonging review.

Alteration of format, rendering die  emails  unsearchable

7. Accounting for Globa l's  owne rs hip inte re s ts  re que s te d in ARC 1.26, 1.50, 1.51, 1.100. We
ha ve  re ce ive d a n unsworn ora l de scription of the se  ma tte rs  from Cindy Lile s , but no docume nts  a nd
nothing in writing.

8. De s criptive  lis t of ca pita l tra ns a c tions  --ARC 1.102 We  ha ve  be e n give n a cce s s  ba ck to
2005, but not 2004 and ea rlie r.

9. Economics  of de ve lopme nt infra s tructure , a nd fina ncing of those  pa rticula r a mounts  a s
requested in ARC 1103, 1.104.

P X01DOCS \597526.1

3.

4.

1.



10. Internal contracts between/among the Global entities. Explain contradictions between
response to STF 2.10 and audited financial statements, and produce all such contracts between
affiliates.

11. Copie s  of long te rm note s  re ce iva ble  be twe e n Globa l a ffilia te s , a s  re que s te d in Octobe r 16,
2007 le tte r. Fa lls  widuin AVG 1.26, 1.50, 1.51, 1.100.

12. Expla na tion  of re c la s s ifica tion  of G loba l pa re n t's  inve s tm e nt in  s ubs id ia rie s  a s  a  no te
re ce iva ble , a s  re que s te d in Oct. 16, 2007 le tte r. Fa lls  within ARC 1.26, 1.50, 1.51, 1.100.

13. Expla na tion a nd de ta ils  of a cquis ition of Ha ssa ya mpa  Utility Compa ny, a s  re que s te d in Oct.
16, 2007 le tte r.

14. Requested Review of board minutes.

15. Arizona  Wa te r Compa ny's  Fifth S e t of da ta  re que s ts , s e rve d la s t we e k, Oct. 23. Re s pons e
due  on Nove mbe r 5, 2007.

16. Most re ce nt qua rte rly fina ncia l s ta te me nts , including 2007.

PX01DOCS\597526. 1
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ROSHKA DEWULF & PATTEN, PLC
ATTORNEYS AT LAW
ONE ARIZONA CENTER
400 EAST VAN BUREN STREET
SUIT E  800
PHOENIX, AR IZO N A 85004
TELEPHONE no 602-256-6100
FACSlMXLE 602-256-6800

November 2, 2007

Via electronic and regular mail

Steven Hirsch, Esq.
Rodney W. Ort, Esq.
Bryan Cave  LLP
One Renaissance Square
Two North Centra l Avenue, Suite  2200
Phoenix, Arizona  85004

Re : Discovery Is sues
Arizona Water Company v. Global Water Resources, LLC et a l.
Docket No. W-01445A-06-0200 e t a l.

Gentlemen:

This  le tte r will provide  a n ove rvie w of the  s ta tus  of va rious  dis cove ry ma tte rs . On
August 14, 2007, Judge Nodes made various rulings on pending discovery motions, and ordered
Arizona  Water Company ("AWC") and Respondents  (collective ly, "Globa l") to produce  various
documents  to each othe r. From Augus t 14 to Octobe r 25, Globa l a llowed AWC to conduct a
le ngthy, on-s ite  re vie w of its  a ccounting a nd fina ncia l re cords , spa nning se ve ra l da ys . In
addition, during tha t time  pe riod, Globa l produced more  than 50,000 pages  of documents  to
AWC. In comparison, during tha t same time , AWC produced a  few hundred pages , a t best, to
Globa l.

On Octobe r 25, Arizona  Wa te r Compa ny ("AWC") file d a  Motion to Compe l a nd Motion
for P rote ctive  Orde r. Tha t s a me  da y, we  re s ponde d with a  le tte r which note d tha t the  re quire d
me e t-a nd-confe r proce ss  ha d not ha ppe ne d. This  le tte r the re fore  re que s te d a  me e ting to confe r
a bout dis cove ry is s ue s . On Octobe r 30, couns e l for Globa l, AWC a nd S ta ff me t to dis cus s  the
s itua tion. The  next day, we  ca lled in an a ttempt to provide  an upda te , but we re  only able  to le ave
a  voice ma il. Howe ve r,  tha t s a m e  da y,  you file d  a  "S upple m e nt" to  your m otion to  com pe l,
purporting to upda te  the  Commiss ion on die  discuss ions  to da te . We  subse que ntly spoke  to Mr.
ort on Nove mbe r 1 to provide  a n upda te . This  le tte r will me moria lize  the  ite ms  we  discusse d.

During the  meeting on October 30, you provided a  lis t of items tha t you wanted, severa l
of which you had never previously requested. The following provides an update  regarding each
of these matters:
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Steve Hirsch, Esq.
Rodney W. Ott, Esq.
November 2, 2007
Page 2 of 4

4.

5.

2.

3.

1 . Jorge  Ha cie nda  ICFA. This  uns igned ICFA was  provided to AWC on Octobe r
30.
Copie s  of Agre e me nts  Numbe rs  1,2,9 a nd 13  (numbe ring  from our lis t).
Agre e me nts  9 a nd 13 we re  provide d to AWC on Ocobe r 30. Globa l doe s  not
have copies of Agreements 1 and 2. Global was not a  party to those agreements,
and they were signed well before Global Water Resources was formed.
P a pe r file s  re la te d to ce rta in ICFAs . Globa l provide d AWC with more  tha n
14,000 pages  of ICFA file s  on Octobe r 2. Additiona l pape r file s  re la ting to the
ICFAs you identified were  provided to AWC on October 3 l .
Ema ils  re la ting to  ce rta in  ICFAs . All ICFA e ma ils  with  de ve lope rs  we re
provided to AWC on October 19 and October 22.
Accounting offends rece ived from ICFAs. The relevant schedule was provided to
AWC on October 30.
Forma t of e ma ils . Globa l provide d the  re que s te d e ma ils  in PDF forma t. This
complie s  with AWC's  re que s t for a  copy of the se  e ma ils . Note  tha t pre vious ly
Global provided AWC with copies of documents in PDF format when the  volume
of ma te ria l wa s  la rge , a nd re ce ive d no obje ction. Se e  Ba te s  Nos . GW(06-
0200)001818 to Gw(06-0200)015870.
Accounting for ownership inte rests . Global did not have a  document responsive
to AWC data  request 1.26. However, in an effort to accommodate  your requests ,
Globa l s pe cia lly pre pa re d a  re port to a ns we r this  re que s t. Tha t re port wa s
provided to AWC on Octobe r 30. The  rema ining da ta  reques ts  (l.50, 15.1, and
1.100) ha ve  be e n complie d with by a llowing the  on-s ite  inspe ction de scribe d
above.
Access to 2004 records. During the  on-s ite  inspection, AWC's  accountants  did
not request access to 2004 accounting and financial records. AWC first requested
these records during the  meeting on October 30. On November l, we advised you
that Global will a llow an on-site  inspection of these records in the same manner as
the  2005 and 2006 records  were  inspected. We asked tha t you have  Joe  Harris
ca ll Cindy Lile s  to schedule  a  time  to conduct this  inspection. AWC has  ye t to
allow a  similar inspection of its  records for any year. Judge Nodes has been clear
tha t discovery obliga tions  a re  reciproca l. Accordingly, we  must ins is t tha t AWC
allows such an inspection forthwith.

6.

7.

8.
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S teve  Hirsch, Esq.
Rodne y W. Ott, Esq.
Nove mbe r 2, 2007
P age  3 of 4

AWC data requests 1.103 and 1. 104. Global does not have a document that fits
the description given in these requests.

13.

14.

Items
10.  II.  12 . The se  ite ms  involve  the  a gre e me nt with Globa l Wa te r Ma na ge me nt, LLC

("GWM") a nd in te rcom pa ny note  be twe e n G loba l Wa te r Re s ource s ,  LLC a nd
Globa l Wa te r,  Inc . The  GWM a gre e m e nt a nd the  inte rcom pa ny note  ha ve  not
be e n fina lize d a nd ha ve  not be e n e xe cute d. G loba l will p rov ide  a  copy whe n
these  documents  a re  fina lized.
Re vie w of Boa rd Minute s  re que s te d in S TF 3.2. The  minute  books  re que s te d in
S TF 3.2 a re  a va ila ble  for ins pe ction a t the  office s  of Burch & Cra cchiolo, P .A.
We  unde rs tand tha t you have  scheduled this  inspection for 2 p.m. today.
Responses  to AWC 's  5th se t of da ta  reques ts . The se  re sponse s  we re  not due  until
Nove mbe r 5, but we  provide d the m to AWC on Octobe r 30.
2007 Qua rte rly Fina ncia l S ta te me nts . This  wa s  re que s te d for the  firs t tim e  on
Octobe r 30, 2007. We  a re  e va lua ting your re que s t.

15.

As described above, we believe dirt Global has complied with all outstanding data
requests. Please advise us as soon as possible if you believe that there are additional documents
Global should provide to AWC. In addition, to the extent there are any further discovery
disputes, we encourage you to contact us, so that we can meet and confer to attempt to resolve
any such disputes. Discovery motions should be a last resort.

AWC m us t a ls o  honor its  outs ta nding dis cove ry obliga tions .  F irs t,  AWC ha s  s till not
provide d re s pons e s  to  da ta  re que s ts  1 .55 a nd 1 .71. S e c ond ,  AW C m us t a llow a n  on -s ite
ins pe ction of the  a ccounting a nd fina ncia l re cords  of AWC a nd its  a ffilia te s . Third, AWC mus t
provide  a  re sponse  to Globa l's  4th se t of da ta  re que s ts . Re sponse s  to the se  da ta  re que s ts  we re
due  on Octobe r 29, in a ccorda nce  with the  cus toma ry 10 da y re sponse  time . Globa l ha s  a gre e d
to de fe r re sponse s  to the  following da ta  re que s ts  until the C C &N ca s e  (06-0199): 4.1, 4.2, 4.3,
4.6, 4.7, 4.8, 4.13, 4.18, 4.20, 4.21, 4.26, 4.27, 4.28, 4.29, 4.30, 4.31, 4.32, 4.33, 4.34, 4.37, 4.38.
AWC must provide  the  re sponse s  to the  rema ining da ta  reques ts  forthwith.

9.
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S teve  Hirsch, Esq.
Rodne y W. Ott, Esq.
Nove mbe r 2, 2007
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P le a se  le t us  know if you h ave any questions  about this  le tte r.

/John E
Timothy J . S912
For the  firm

JED :TJS : do
cc: Robe rt W. Geake , Esq.

Ma ure e n S cott, Esq.
Ms. Linda  J a re ss
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Rodney W. Ort

Counsel

Direct 602-364-7407
9VOtt@bfy8NCa\'e-CCXU

By Email and Regula r Ma il Bryan Cave LLP

November 5, 2007

One Renaissance Square

Two North Central Avenue

Suite 2200

Phoenix, AZ 85004-4406

Tel (602) 3B4-7000

Fax (602) 364-7070

www.bryancave.com

john  De Wulf
Timothy ]. S a bo
Roshka  DeWu1f & Pa tten, PLC
One  Arizona  Ce nte r
400 E. Va n Buren Sr., Suite  800
P hoe nix, AZ 85004-2262

Re: Arizona Water Company v. Global Water Resources. e t a l.,
Docket Nos. W-01445A-06-0199 e t a l. and W-01445A-06-0200, e t a l.

Dear john and Tim:

We are writing in response to your letter of November 2, 2007 on discovery issues
dirt have arisen in this matter. It is clear that our perspective on the status of
discovery and disclosure by Respondents (collectively, "Global") differs.

Chicago

Hong Kong

Irvine

Jefferson City

Kansas City

Kuwait

Los Angeles

New York

Phoenix

Shanghai

St. Louis

Washington, DC

And Bryan Cave,
A Multinational Partnership,

While Global did produce some materials and information last week, that disclosure
followed two motions to compel by Arizona Water Company and the August 14,
2007 order by AL] Nodes that Global produce the relevant materials. Arizona
Water Company Erst requested these materials in data requests served thirteen
months ago, on October 3, 2006. There then followed numerous letters and emails
from Arizona Water Company, telephone conversations, and personal meetings at
the Commission and Global's offices. To claim that "the required meet-and-confer
process had not happened" is simply incorrect.

London

We will respond individually to your "update" on the matters discussed during our
October 30 meeting:

1. ICFA No. 96 Gorde Hacienda). Global's ICFAs are central to the
matters alleged in the formal complaint, and Arizona Water Company requested
copies of all ICFAs back on October 3, 2006. Global engaged in a lengthy pattern of
delay and obfuscation about the existence and number of ICFAs, and finally
produced the horde Hacienda ICFA on October 31, 2007(notOctober 30) - after

C030730/0196941 I598124.2



November 5, 2007
Page 2

Bryan Cave LLP

requiring Arizona Water Company to file two motions to compel and eleven week: after AL] Nodes
ordered Global to produce all ICFAs. Moreover, your statement dlat the ]ore Hacienda ICFA is
"unsigned" is flatly incorrect - Me ICFA is in fact signed by bod'l Global and the landowner..Yee
GW(06-0200)050989.

2. Global initially asserted that the tiles on four early ICFAs (Nos. 1, 2, 9 and 13) were
"missing" After Arizona Water Company f iled its second motion to compel, Global produced
fragmentary paper Files on two ICFAs (9 and 13), for which Global had previously said that the files
were missing. For the remaining two ICFAs (Nos. 1 and 2), Global's assertions about the signature
dates undercut Global's claim that the tiles are missing. Moreover, Global apparency still claims
that it stands in the shoes of Phoenix Capital Partners related to these ICFAs even though Global
has no information about the terms of the agreements.

3. Global finally disclosed fragmentary paper files related to the so-called Stanfield and
"missing" ICFAs only after Arizona Water Company was forced to f i le its second motion to
compel.

4. Global has contended that all emails to and from developers were produced in the
PDF files on October 19 and the morning of October 23, but Arizona Water Company has yet to
ascertain whether any of those emails relate to the Stanfield ICFAs. Thus, Arizona Water Company
cannot confirm that the Stanfield emails have in fact been produced.

5. Despite admissions drat the schedule of accounting for ICFA payments eydsted,
Global did not disclose the schedule until October 31 (not October 30), after Arizona Water
Company filed its second motion to compel and long after AL] Nodes ordered Global to produce
the accounting.

6. After weeks of promising that the emails would be made available, Global finally
produced them on October 19 and 23, after Arizona Water Company threatened to file a second
motion to compel .-. and then Global produced them in an altered format which made them much
more difficult and time consuming to review. The previously produced paper Files in PDF format
were not electronic data, they were paper files.

7. Following Arizona Water Company's first motion to compel and AL] Nodes' order
of August 14, Global provided only an oral description of its ownership and equity interest in
response to data requests served 13 months ago. Global finally produced a written response on
October 31 - after Arizona Water Company filed a second motion to compel.

8. Arizona Water Company requested access to capital transaction records in its data
requests served in October 2006. During visits to Global's offices, Arizona Water Company's
representatives again sought such records, but the 2004 records were not made available. Arizona
Water Company is arranging another visit to Global's offices to review those 2004 records, which

C03073()/0196941 I598124.2



John D¢\</ulf
November 5, 2007
Page 3

Bryan Cave LLP

we understand have now been made available. We disagree with the statements in your November
2, 2007 letter concerning "reciprocal" discovery of accounting and Financial discovery from Arizona
Water Company. Arizona Water Company strongly believes that Ir has provided all the financial and
accounting information which Global requested and Judge Nodes ordered produced. Wide-ranging
discovery of Arizona Water Company's financial and accounting records would not be relevant to
the matters raised in the Fontal Complaint (which concerns Global's conduct) and judge Nodes has
not ordered such "reciprocal" discovery.

9. Global  F inal ly stated oral ly in the last  f ew days that  i t  did not  hav e any
documentation related to the costs of infrastructure sought in ARC 1.103 and 1.104. We request
that Global provide a supplemental response to the data requests stating that fact in writing.

10. Arizona Water Company requested copies of any and all inter-company agreements
amongst the Global affiliates, such as the agreements referenced in Global's audited financial
statements, Global has contended that such agreements "have not been f inalized" despite
references to them in the audited Bnancials. We will move forward with hearing preparation based
on the fact that these agreements do not exist.

11. ac 12. Arizona Water Company requested copies of notes receivable amongst the
Global affiliates, such as the notes referenced in Global's audited financial statements. Global has
contended that such notes receivable "have not been finalized" despite references to them in die
audited Financials. Again, we will rely on the answer provided that such notes do not exist.

13. Our rev iew of  the minute books of  Global 's C corporat ions took place on
November 2, 2007, a week after we requested such a review. We requested copies of 21 number of
documents at that time and await their production by Global.

14. While Arizona Water Company takes issue with some of Global's objections, we
acknowledge that Global provided responses to Arizona Water Company's Fifth Set of Data
Requests late in the day on October 30, 2007.

15. Arizona Water Company repeats its request that Global produce quarterly financial
statements for 2007 for Global and its affiliates. Arizona Water Company agrees that it will produce
analogous 2007 quarterly financial statements for Arizona Water Company and its affiliates.

We agree with the assertion in your letter that "discovery motions should be a last resort."
However, as is clear from rev iew of the details set forth above, Global only began to make
responsive documents and information available after Arizona Water Company filed its Erst motion
to compel and judge Nodes ordered Global to produce the relevant materials at the August 14
procedural conference. Moreover, Global only produced crucial materials .... such as relevant emails
and missing ICFAs - after Arizona Water Company threatened and then filed a Jeaond motion to
compel.
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Finally, Arizona Water Company has in fact complied with all of its discovery obligations.

• Global 1.55 requested that Arizona Water Company identify its sources of equity and
Arizona Water Company did so in its response served October 11, 2006. Moreover, on
the same day, Arizona Water Company provided a schedule showing all shareholder
provided equity in response to Global 1.56. We are also confused by your reference to
Global 1.71, which requested a list of intercompany transactions and charges between
Arizona Water Company and its affiliates. Arizona Water Company provided a response
to that request on September 20, 2007. .feeAWC/GLOBAL000001.

As noted above, we disagree with your contention that judge Nodes ordered a reciprocal
"on-site inspection of the accounting and financial records of AWC and its af8liates."
judge Nodes did not order any such thing, because it would not be relevant to the
matters at issue in the Formal Complaint, and was not called for in any data request by
Global in any event. Arizona Water Company has provided its financial statements..See
AWC/GLOBAL000002-73.

• Finally we understand from our telephone conversation this afternoon that Global has
agreed to an extension of time to answer a limited number of Global's Fourth Set of
Data Requests, which Arizona Water Company continues to argue are overbroad,
burdensome and objectionable on a number of grounds. Pending agreement on other
issues, Arizona Water Company will plan to provide objections on December 7 and
substantive responses on December 14, 2007.

If you have any questions, please do not hesitate to contact me.

Very g;yyours

Rodney W

RW() /me
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